Private equity and venture capital (PE/VC) funding is the provision of equity capital by fi nancial investors to non-quoted companies with high growth potenti al. It has a parti cular emphasis on entrepreneurial acti viti es rather than on mature businesses. PE/VC investors diff er on several dimensions including: investment targets, screening evaluati on methods, governance mechanisms, and objecti ves. The paper is a conti nuati on of the discussion that concerns investment strategies of PE/VC funds. While studying the PE/VC market it is important to analyze the origin and structure of capital. The authors assumed that diff erent types of investors have diff erent investment strategies. Our research is an att empt to answer the following research questi on: whether the investor type, on the European PE/VC market, has an impact on the selecti on of industries. The paper presents results of stati sti cal analysis of venture capital and private equity funds investment strategies in selected countries.
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I
Financing is a criti cal element in the entrepreneurship development process. Entrepreneurial fi rms are a source of growth and innovati on in the industry and provide jobs for local communiti es. They can also help in restructuring any industry. Entrepreneurial fi rms are usually aff ected by two main issues. The fi rst concerns access to fi nance. The second concern is access to know-how (Klonowski, 2010) . Venture capital (VC) and private equity (PE) are seen as key instruments to support economic growth and employment (Commission of the European Communiti es 1998; Harding 2000) . The Department of Trade and Industry (1998) believes that venture capital is: central . . . to promoti ng growth, increasing producti vity and creati ng jobs . . . [They] sense opportuniti es to take risks in the face of uncertainty to open new markets, design products and develop innovati ve products. In the knowledge driven economy this process is even more crucial. That is why in recent years venture capital has emerged as an important area of fi nance for academic researchers.
Observing the growing presence of venture capital and private equity most researchers focus on the size of deals, sector, issues of profi ts and infl uence on enterprise growth. Litt le considerati on is given to the assessment of VC/PE investi ng behavior. This study examines the investment industry portf olio profi les of venture capital and private equity in selected countries.
While studying the PE/VC market it is important to analyze the origin and structure of capital. The authors assumed that diff erent types of investors have diff erent investment strategies. Therefore they have created the following research hypothesis: a relati on can be observed between investor type on the European PE/VC market and selecti on of industries invested in.
This study is comprised of three main secti ons. The fi rst clarifi es the context of venture capital and private equity. The second presents the data on PE/ VC investor structure in Europe. The third is devoted to the methodology that was used to collect the data, and presents the results of our stati sti cal analyses.
S /
Private equity (PE) funding is the provision of equity capital by fi nancial investors to non-quoted companies with high growth potenti al. Private equity covers not only the fi nancing required to create a business, but also includes fi nancing in the subsequent stages of its life cycle. Venture capital (VC) is a subset of private equity and refers to the equity investments made for the launch, early development or expansion of the business. It has a parti cular emphasis on entrepreneurial acti viti es rather than on mature businesses. Private equity and venture capital refer to diff erent stages of investment (EVCA, 2007) . Klonowski (2010) defi nes venture capital and private equity as risk-equity investi ng. This is acti vity by which investors support companies with two important components-"know-how" and capital-in order to exploit market opportuniti es. Venture capital is highly selecti ve in its choice of companies. PE/VC fund success is based on an effi cient capital allocati on, provision of funding to companies that have very good prospects of future earnings and have a certain competi ti ve advantage.
Venture capital fi rms choose to manage a nondiversifi ed portf olio of highly risky investments in the management of which they are intensely involved. As experti se is crucial in this respect, venture capital partnerships tend to specialize by industry and by geographic area, thus giving up diversifi cati on benefi ts. Survival in the long haul is based on the ability to select and foster winners (Spotorno, 2004) .
Venture capital and private equity funds are not the only fi nancial intermediaries on the market. Banks also provide that functi on. Ueda (2004) off ers an explanati on of why PE/VCs and banks coexist in an economy. The key diff erence is the nature of the projects fi nanced by PE/VC. Those projects are mainly characterized by high growth, high risk, and high profi tability. That is why PE/VC funds are more acti ve in markets where intellectual property is bett er protected. Current company size is not a matt er of relevance where venture capital investment is concerned. Most venture capital fi rms opt for companies that can off er a signifi cant turnover in short ti me. The principal aspects considered by venture capital/private equity fi rms include: 1) viability of product or service, 2) potenti al for growth, 3) potenti al fi nancial return meeti ng the investment criteria, 4) effi cient management team, 5) balance of risk and expected profi ts. Therefore PE/VC funds are mostly interested in "e-Finanse" 2015, vol. 11 / nr 4 Krzysztof Dziekoński, Sławomir Ignatiuk Venture capital and private equity investment strategies in selected European countries SMEs. The high diff usion of small and medium sized companies appears as a structural phenomenon in all the market economies in the western world. The signifi cant number of small sized companies causes this category to have a strong role in the occupati onal process of the resources and triggers the development processes of new companies (Caselli & Ventrone, 2004) . The issue is parti cularly important in Poland since SMEs generate 48,5% of Polish GDP. Of all the groups of companies the largest share in GDP creati on is held by micro companies -approx. 30% (data for 2012). At the end of 2013 the number of people working in enterprises in Poland amounted to nearly 8,9 million, of which 6,2 million (69%) worked in SMEs. Poland has a clear dominati on of people working in micro and small companies -more than half of the employed (4,6 million people) in micro and small companies (Łapiński, Nieć, Rzeźnik & Węcławska, 2015) .
The classical approach to corporate fi nance was divided into two main categories: the fi nancing of investments and the undertaking of investments. The fi nancing of investments is the analysis of the contracts in return for the future values it produces. The undertaking of investments concerns the use to which funds are put and in parti cular the issues involved in making decisions about the investment of funds in capital equipment, other companies, etc. Venture capital investments are made in companies not quoted on stock markets, where the investor trades-off the short term illiquidity in the shares for the prospects of a greater future return (Wright & Robbie, 1998) . Fundamental diff erences between venture capital and corporate fi nance are presented in Table 1. PE/VC investment usually includes acti ve parti cipati on in the management of a company. Another important att ribute of venture capital is illiquidity. Venture capitalists parti cipate in their investments for a relati vely short ti me. This ti me is dedicated to expanding the business and achieving an expected profi t. PE/VC funds have to be certain that they can sell their shares. There are two preferred "exit" strategies. First, to sell their stake to a strategic investor. Second, sell shares to the public by off ering them on the stock exchange. The issue of an exit from the investment is so important that many PE/VC investors may not choose an att racti ve business if the exit opportunity appears weak.
The venture capital industry is represented by two types of investors. First is the fi nancing of companies at their seed, start-up and early growth stages. PE/VC funds raise their funds from investors and their managers have entrepreneurial experience and industry knowledge. Most "classic" venture capital/private equity funds are fi nancing technology-based fi rms. Second, they raise their funds from insti tuti onal investors who have short-term Wright and Robbie (1998); Caselli (2010) "e-Finanse" 2015, vol. 11 / nr 4 Krzysztof Dziekoński, Sławomir Ignatiuk Venture capital and private equity investment strategies in selected European countries investment horizons. Those VC/PE funds are managed by professionals with backgrounds in investment banking or other fi nancial or consulti ng organizati ons, who have strong analyti cal, fi nancial engineering, deal-making and transacti on craft ing and closing skills but litt le companybuilding experience and so have litt le ability to add value to businesses. "Merchant" venture capital/private equity funds invest in later stage deals and in management buyouts and buy-ins (Bygrave & Timmons, 1992; Mason & Harrison, 2002) . Figure 1 presents the main forms of venture capital/ private equity. The key criteria were the capital need of the fi rm and the managerial assistance provided by venture capitalists to the fi rm. The oval around each stage in Figure 1 represents the range of managerial assistance and the need for capital (Klonowski, 2010) .
Seed fi nancing is provided to enterprises that have not been able to convert their concept into a workable business plan. Capital is deployed to fi nance market research, a product feasibility study, or the development of a complete business plan. The fi rm may not have established its legal status at this stage.
Start-up fi nancing is provided to legally established companies that have been working on a product prototype and are ready to test its market potenti al.
First-stage fi nancing is provided to companies that have successfully passed the market test and are ready to commence producti on. At this stage building producti on faciliti es, hiring necessary producti on staff and management personnel, developing distributi on structures, engaging into marketi ng and promoti onal campaigns are fi nanced.
Expansion fi nancing is addressed to fi rms operati ng at diff erent stages of development. These fi rms generate strong growth in sales, but may not yet be profi table. Capital at this stage is directed toward business expansion.
Mezzanine fi nancing is capital provided to a company in the form of a hybrid of debt and equity and is normally used to fi nance expansion projects.
Bridge fi nancing is directed at fi rms looking to go public. These fi rms require capital before they can enter the stock exchange.
Management buyouts (MBO) involve the provision of capital to enable the management of an existi ng business

Figure 1: Types of venture capital/private equity funds on fi nancial market
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Management buy-ins (MBIs) focus on capital provided by venture capitalists to a manager or a group of managers from outside of the fi rm. Such buy-ins oft en occur in situati ons where larger multi nati onal fi rms have decided to sell off parts of their business.
MBOs and MBIs also play important roles in privati zati ons and in overcoming succession problems in family-owned businesses.
Leveraged transacti ons generally involve a buy-out event where an existi ng or newly established fi rm's capital structure is based on the use of high level of debt against the fi rm's assets (Xu, 2004; Klonowski, 2010; Caselli, 2010) .
PE/VC
The positi oning of the private equity fi rm in the market is a crucial decision for every fund. Positi oning is defi ned as identi fying the cluster(s) in which to invest money and allocate resources. The positi oning issue can be placed into diff erent groups that highlight diff erent soluti ons for managing the asset allocati on by specializing (Caselli, 2010) . PE/VC investors diff er along several dimensions including: investment targets, screening evaluati on methods, skills and competencies, governance mechanisms, and objecti ves. The type of investor funding available depends on a company's stage of development. Investors oft en take a specialized approach. Some PE/ VC funds use a diversifi ed approach. In the study of the functi oning PE/VC market it is important to analyze the origin and structure of capital, the type of investors.
Tables 2 to 4 present funds raised by region of management and investor type in the years 2012-2014. Acronyms used for regions denote the following countries: 1) DACH: Austria, Germany, Switzerland, 2) Southern Europe: Greece, Italy, Portugal, Spain, 3) Nordic: Denmark, Finland, Norway, Sweden, 4) CEE: Central Eastern Europe.
In 2012 the investor "landscape" is dominated by funds of funds (23%), government agencies (17%), pension funds and banks with a share of 5% of the PE/ VC investments made in 2012. The structure of funds raised by regions indicates the diff erences in investor distributi on. The highest share of pension funds, funds of funds and sovereign wealth funds are in the United Kingdom and Ireland. In DACH in the structure of investors sovereign wealth funds are replaced by private individuals and in Nordic countries by government agencies. In France and Benelux countries the dominant positi on was taken by private individuals, funds of funds and government agencies whose joint share in the structure of investors was 60%. The remaining part was represented by banks, insurance companies and pension funds. This region had the most balanced structure of the investors in 2012. Southern Europe was strongly dominated by banks (61%) with the parti cipati on of funds of funds and government agencies. In Central and Eastern Europe PE/VC investors are mainly funds of funds and government agencies with parti cipati on of pension funds and sovereign wealth funds. 
Funds of funds, government agencies and pension funds were the main PE/VC investors in Europe in 2013. The highest share of pension fund investments (46,4%) was in UK and Ireland. In DACH countries the "core" investors were private individuals and funds of funds (60%). In Nordic countries investments were mainly done by funds of funds and pension funds (57%). In France and Benelux countries the share in investment acti viti es has been split between insurance companies, government agencies and private individuals. Government agencies, funds of funds, banks and private individuals were a main source of funds in Southern Europe. In Central and Eastern Europe PE/VC investors were government agencies and funds of funds.
In 2014 the leaders in VC/PE investments were pension funds and government agencies (52%). Pension funds dominated investor structure in UK and Ireland (40,3%) and DACH countries (49,5%). In Nordic countries pension fund investments accounted for 27,4% with the highest share of investments by funds of funds (28,4%). The share of academic insti tuti ons in investor structure was equal to 14,4%. France and Benelux countries were more balanced in their investor structure. The main groups of investors came from government agencies (24,1%), private individuals (18,4%) and funds of funds (16%). The main source of fi nancing VC/PE acti viti es in Southern Europe was government agencies (30,3%), pension funds (24,1%) and funds of funds (19,5%). In Central and Eastern Europe investments were done only by government agencies (60,2%) and pension funds (28,3%).
The sources of PE/VC funds in Europe are dominated by insti tuti onal investors such as pension funds, government agencies and funds of funds with a minor role of private individuals and academic insti tuti ons. In 
R M
Correspondence analysis is a multi variate stati sti cal technique proposed by Hirschfeld (1935) and later developed by Jean-Paul Benzécri (1973) . It is conceptually similar to principal component analysis, but applies to categorical rather than conti nuous data. In a similar manner to principal component analysis, it provides a means of displaying or summarizing a set of data in twodimensional graphical form. Correspondence analysis is a stati sti cal visualizati on method for picturing the associati ons between the levels of a two-way conti ngency table. The name is a translati on of the French Analyses des Correspondances, where the term correspondence denotes a "system of associati ons" between the elements of data sets. Authors use correspondence analysis to classify VC/PE fund investment acti vity in terms of industry choice. Presentati on of results of correspondence analysis requires choice of dimensions that explain most of the variability in the dataset. Commonly used rules recommend that the number of dimensions retained represent >70% of the inerti a (Higgs, 1991) . Our analysis indicate a choice of 7 dimensions that would explain 70% of inerti a. However, in that case the authors would have major problems with the interpretati on of geometric results. Therefore the authors decided to choose two dimensions explaining only 30 % of inerti a. Graphical results of the correspondence analysis are shown in Figure 2 Investor acti vity in services (small) and fi nancial services (medium) best describes Switzerland's profi le. Coherent characteristi cs of Norway and Spain cannot be determined on the basis of our analysis and data from 2014. Denmark and Switzerland are described by medium investments in constructi on and business and industrial services.
On the basis of the collected data and stati sti cal analysis a relati on between investor type on the European PE/VC market and selecti on of industries invested has not been proven.
C
The authors believe that despite of the failure to confi rm our research hypothesis there is a need for further research on this topic. The presented analysis is biased by a large share of specifi c investors in the overall structure of investors. The share of funds of funds, government agencies and pension funds in the total share of investment is equal to 50 %. Therefore the stati sti cs are dominated by the choices and decisions of those investors.
The evidence for that can be found in results for Spain. In 2012 Spain is classifi ed in a cluster with Germany, UK and France with the investments in almost all industries. In 2012 Spanish sources of PE/VC funds were dominated by banks, whose strategy is somehow similar to funds of funds, government agencies and pension funds. Change in the structure of investors in 2013 and 2014 combined with a decrease in the level of investment in the country caused a change in industry investment profi le.
The presented results confi rm previous research fi ndings that show a correlati on between PE/VC acti vity and the existence of a well-established stock market supported by eff ecti ve in enforcing contracts legal systems (Pukthuanthong, Dolruedee & Walker, 2007; Kuen, 2013) . Germany, United Kingdom and France formed a common cluster characterized by large level of investments. It seems that one of the concerns of the European PE/VC market shall be creati on of a strong secondary market for high growth small stocks. That shall sti mulate the development of the PE/VC market in other EU countries. Many European countries have experimented with their own "secondary markets". Many of these nati onal markets have failed to achieve either the market liquidity or the fundraising capability to support venture capital acti vity as desired. Att empts have also been made to develop one pan-European exchange e.g. EVCA-supported EASDAQ in September 1996 and the EURO.NM network of nati onal markets fi nancing of SMEs and new technology-based fi rms. (Osama, 2005) . EASDAQ failed to deliver (it closed in November 2003), and the EURO.NM ended its acti vity aft er the creati on of Euronext in 2000. Generally in CEE countries young and technology-oriented companies sti ll fail to att ract the necessary capital. The reasons for this diffi cult fi nancing process are the early development stage of fi nancial markets, the low availability of risk capital, as well as the non-suitability of fi nancing via the listi ng on a single pan-European stock exchange (Campbell & Kraeussl, 2007) .
The positi ons of Germany, United Kingdom and France are strengthened by a stable legal system. PE/VC managers not only consider the ventures' business plans but also assess whether the legal system is good enough to protect their interests against any problems with the entrepreneurs (Bruton, Fried & Hisrich, 2000) . Bott azzi, Rin and Hellmann (2008) proved that a country's legal system aff ects its venture-capital fi nancing acti viti es. Their results confi rm that a strong legal system that protects investors is very important in determining investor behavior.
Specializati on within sectors is not as common as a PE/VC fi rm strategy. In this model the fi rm chooses one industrial sector and recruits human resources and creates knowledge. The potenti al for diversifi cati on is strongly reduced, but the fund benefi ts from the strong control of the sector. Specializati on within sectors is typically driven from the background of the managers "e-Finanse" 2015, vol. 11 / nr 4 Krzysztof Dziekoński, Sławomir Ignatiuk Venture capital and private equity investment strategies in selected European countries and their relati onship in the sector but, compared to the specializati on within stages, the risk is higher because the fund allocates the whole amount of money only in one sector implying a bigger risk during economic downturn or changes in the sector's competi ti ve patt ern (Caselli, 2010) .
To summarize, it is not surprising that venture capitalists att empt to provide capital to fi rms that are highly profi table. That is done irrespecti vely of the origin of capital or the industry. However, the authors believe that investors' investment strategies are dependent on the source of capital and thus their industry choices. The authors were unable to prove diff erences in industry att racti veness for PE/VC capital and the cyclical nature of investment decisions of investors for two reasons: 1) dominant share of specifi c investors in our sample, and, 2) the turbulent economic and politi cal situati on in the investi gated period.
The authors believe that future research on the behavior of investors should be carried out modifying the period tested or reducing the sample. Another research topic that should be undertaken is comparati ve study of the behavior of investors in the US and Europe.
